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Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Board of Directors
San Simon Fire District
San Simon, Arizona

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
governmental fund of San Simon Fire District (the “District”), as of and for the year ended June
30, 2025, and the related notes to the financial statements, which collectively comprise the
District’s financial statements, as reported on a modified cash basis of accounting, and have issued
our report thereon dated February 25, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as described below, we identified certain
deficiencies in internal control that we consider to be material weaknesses and significant
deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected, on a timely basis. We consider the deficiencies described below as finding 2025-01 to
be a material weakness.
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described below as findings 2025-02 through 2025-
04 to be significant deficiencies.

Finding 2025-01 — Inadequate Internal Control Procedures (Material Weakness)

Condition: The District has not established or formally documented internal control procedures to
ensure adequate segregation of duties and proper authorization and verification of transactions.
Specifically, during our procedures we identified that one individual opened the mail and there
was no cash receipts listing prepared or reconciled to the deposits and accounting records, the
individual preparing checks was also an authorized signer on the bank accounts, the District did
not have a policy to regularly review and revise policies and procedures as necessary for current
operations, and the District had not established policies or procedures to identify and properly
address related party transactions. In addition, our testing of a cash disbursements noted no
documented approval for purchases or verification that goods or services were received. These
conditions increased the risk of unauthorized purchases, payment for goods or services not
received; misappropriation of funds; established policies don’t address changing operations; and
conducting unlawful transactions or not properly disclosing related party transactions to the public.

The District has not established or formally documented internal control procedures to promote
appropriate segregation of duties, authorization, and oversight of financial activity. During our
procedures, we noted the following:

e For certain cash disbursements tested, there was no documented evidence of purchase
approval or verification that goods or services were received prior to payment.

e One individual opened the mail, and the District did not prepare a cash-receipts listing or
reconcile amounts received to deposits and accounting records.

e The individual responsible for preparing checks was also an authorized signer on the
District’s bank accounts.

e Policies or procedures had not been established to identify and address related-party
transactions.

e The District did not have a process to periodically review and update policies and
procedures to reflect current operations.

These conditions increase the risk of unauthorized purchases, payments for goods or services not
received, misappropriation of funds, potential noncompliance with public transparency and
related-party disclosure requirements, and reliance on outdated policies that may not align with
current operations, staffing, or legal requirements — which can lead to inconsistent practices,
confusion about responsibilities, or financial activities being handled in ways the Board did not
intend or approve.



Recommendation: We recommend the District strengthen internal controls by formally
documenting financial policies and procedures that clearly define roles, approvals, and oversight
responsibilities. This should include separating cash-handling and check-signing duties where
practical, preparing and reconciling cash-receipts listings, requiring documented approval and
verification of goods or services prior to payment, establishing written procedures for identifying
and approving related-party transactions, and implementing a process for the Board to periodically
review and update policies to reflect current operations.

The District’s Response to Finding: District agrees with this finding. Regarding the mail, the
District has started opening the mail with 2 people present. The District is in the process of
developing and formalizing policies to address the other identified deficiencies.

Finding 2025-02 — Improve Internal Controls over Authorized Signers (Significant

Deficiency)

Condition: During our audit, we found that a former District board member was still listed as an
authorized signer on the District’s payroll account, despite no longer serving in an official capacity.

Recommendation: We recommend that the District immediately remove the former board member
as an authorized signer, and establish written procedures to ensure authorized signers are reviewed
and updated whenever changes in board membership or key personnel occur.

The District’s Response to Finding: District agrees with this finding. Subsequent to the year-end,
the District reviewed and updated its authorized signers to remove former board members and
ensure only current, authorized individuals are listed as signers. Management will continue to
monitor personnel changes and update authorized signers in a timely manner going forward.

Finding 2025-03 — Lack of Written Emplovment Agreement with Administrative Chief
(Significant Deficiency)

Condition: The District does not have a written employment agreement with its Administrative
Chief outlining the terms and conditions of employment.

Recommendation: We recommend the District formalize the employment relationship with the
Administrative Chief by establishing a written employment agreement approved by the Board. The
agreement should clearly specify compensation, benefits, duties, evaluation procedures, and
termination provisions. The District should also consider establishing a policy requiring written
agreements for key executive positions to ensure consistency and good governance practices.

The District’s Response to Finding: The position referenced has been eliminated as part of an
administrative reorganization. Should the position be reestablished in the future, a formal written
employment agreement will be executed outlining the applicable terms and conditions of
employment.



Finding 2025-04 — Improve Internal Controls over Information Technology and
Cvbersecurity (Significant Deficiency)

Condition: During our review of internal controls, we identified deficiencies related to the
District’s IT and cybersecurity environment. Specifically:

e The District had not established a formal cybersecurity policy.

e The District did not have written IT policies governing system access and data protection.

The District did not provide formal training to employees or officials regarding cybersecurity risks,
data security, or related internal control responsibilities.

Recommendation: We recommend that the District:

1. Develop and implement comprehensive IT and cybersecurity policies, including but not
limited to system access, password management, data protection, and incident response.

2. Assign responsibility for ongoing oversight of IT and cybersecurity controls.

3. Implement periodic training for employees and officials to increase awareness of
cybersecurity risks and internal control responsibilities.

4. Periodically review and update IT and cybersecurity policies to address evolving risks.

The District’s Response to Finding: District agrees with this finding. The District will consult
with larger fire district organizations to review their information technology and cybersecurity
policies and procedures, with the intent of strengthening and formalizing its own related controls.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed the following instance of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

Condition: During our review of payroll and personnel practices, we noted that the District applies
the sleep time provisions of the Fair Labor Standards Act (FLSA) when compensating certain
employees for extended shifts. However, the District does not maintain written agreements with
those employees documenting mutual understanding and acceptance of the sleep time exclusions
applied to compensable hours worked, as required by the FLSA.



Recommendation: We recommend the District formalize its payroll practices related to sleep time
by obtaining written agreements from all employees working shifts subject to FLSA sleep time
exclusions. The agreements should clearly outline shift structure, designated sleep periods, and
conditions under which sleep time may be interrupted and treated as compensable time. The
District should retain these agreements in personnel files and periodically review them for
compliance with current regulations.

The District’s Response to Finding of Noncompliance: District will consult with legal counsel
to determine and implement necessary policies, procedures, and agreements.

Report on Compliance with Title 48, Chapter 5, Article 1 Applicable to Debt and Warrant
Issuance Limitations

In connection with our audit, nothing came to our attention that caused us to believe that the
District failed to comply with the provisions of Title 48, Chapter 5, Article 1 limiting the amount
of certain debt and warrants that can be issued by the District and requiring certain certifications,
insofar as such compliance relates to accounting matters. However, our audit was not directed
primarily toward obtaining knowledge of such noncompliance. Accordingly, had we performed
additional procedures, other matters may have come to our attention regarding the District's
noncompliance with Title 48, Chapter 5, Article 1, insofar as they relate to accounting matters.

The communication related to compliance with the provisions of Title 48, Chapter 5, Article 1
referred to in the preceding paragraph is intended solely for the information and use of members
of the Arizona State Legislature, Cochise County, the Board of Directors, management, and other
responsible parties within the District and is not intended to be and should not be used by anyone
other than these specified parties.

The District’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the
District’s response to the findings identified in our audit as described above. The District’s
response was not subjected to other auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on the response.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the District’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

WAl ¢ %ww,aém/% e P

Tucson, Arizona
February 25, 2026



